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SECURITY ISSUES IN THE UNITED STATES: 1909-20 

JOHN L. SNIDER 



THE purpose of this article is to bring together and 
interpret the available statistics of the volume of 
security issues in the United States for the period 1909- 
20. In Part I the nature and sources of the data are 
indicated. Part II consists of analysis and interpre- 
tation. 



Figures for various classes of security issues have 
been derived from several different sources. The Jour- 
nal of Commerce and Commercial Bulletin, in the first 
issue of each year, reports the is'sues during the preced- 
ing twelve months of (a) railroad bonds, notes, and 
stocks, including traction bonds, notes, and stocks, and 
(b) industrial bonds, notes, and stocks, consisting of 
public utility, manufacturing, and miscellaneous securi- 
ties. These are the figures shown in columns 1 and 2 of 
Table I. The Journal of Commerce publishes no details 

Table I. — Total Security Issues by Principal Classes: 

1909-20 

(Unit: $1,000,000) 





Reported Issues 


Security 

issues 

not 

reported 






Railroad 

and 
traction 
securities 


Indus- 
trial 

securi- 
ties* 


State 
and 
munic- 
ipal 

bonds 


United 
States 

govern- 
ment 

securities 


Foreign 
govern- 
ment 
loans 
floated 
through 
bankers 
in the 
U.S. 


Total 
reported 

security 
issues 


Esti- 
mated 

total 
security 
issues | 




(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


1909 


1,105 


666 


339 


3° 




2,OSO 


1,000 


3,000 


1910 


877 


642 


320 







1,839 


1,000 


3,00° 


191 1 


1,099 


640 


397 


2 




2,138 


1,000 


3,000 


1912 


1,096 


1,158 


387 


48 




2,689 


1,500 


4,000 


i9 J 3 


954 


692 


403 


48 




2,097 


1 ,ooot 


3,000 


1914 


93i 


506 


474 


2 




i,9!3 


1,000 


3,000 


i9!S 


780 


655 


499 


2 


1,275 


3,2H 


i,ooof 


4,000 


1916 


780 


1,407 


457 


12 


1,381 


4,037 


i,5oof 


5,5oo 


1917 


521 


1,009 


45i 


5,859 


. 805 


8,645 


1 ,000 f 


9,5oo 


1918 


4i7 


928 


297 


12,123 


640 


14,405 


5oof 


15,000 


1919 


433 


2,589 


692 


4,728 


538 


8,980 


2,OOof 


11,000 


1920 


416 


2,691 


670 


105 


256 


4,138 


2,000 


6,000 



* Including public utilities, manufacturing, and other industrial stocks, 
bonds and notes. 

f Professor Friday's estimate, consisting of railroad, traction and indus- 
trial issues not covered by specific reports of security issues shown in columns 
(1) and (2) of this table. The figures in column (7) for the years 1909, 1910, 
1911, 1912, 1914 and 1920 are discussed in the text. 

% To nearest half-billion. 

concerning the method of collection and completeness of 
these figures, but Dr. H. Parker Willis, the editor, has 
kindly supplied information on these matters. The 
following is quoted from his letter. "The figures are 
compiled from data obtained from a select list of issuers 
of securities and are checked by reference to current 
periodicals, newspapers, etc. We include no issues 
below $100,000, and no stock issued without a consider- 

[98] 



ation. The figures are based on the offered price so far 
as attainable. It seems proper to remind you that the 
Journal of Commerce has never represented its compila- 
tions of securities issues as being statistically complete 
or accurate. . . . Both in this and in other figures 
which the paper has issued it has endeavored to pursue 
the method of "sampling," supplying from year to year 
or from month to month data prepared upon a basis 
which was as nearly comparable as possible, the purpose 
being to show the trend of events." 

The items under the heading "State and Municipal 
Bonds" have been taken from the Commercial and 
Financial Chronicle, State and City Section, and repre- 
sent the "aggregate of permanent issues" of county, 
school district, etc., bonds as well as state and city bonds. 

The United States government securities, column 4 
of Table I, include the following issues: Panama Canal 
bonds, postal savings bonds, conversion bonds, consols 
of 1930, the loan of 1925, one-year treasury notes, the 
four issues of liberty bonds, the issue of victory notes, 
war savings stamps, and thrift stamps. The temporary 
issues such as certificates of indebtedness issued in very- 
large amounts during the war, and treasury tax certifi- 
cates have been omitted. The figures for government 
securities have been taken from the Annual Report on 
the Finances by the Treasury Department, which uses 
the fiscal year ending June 30 as the reporting period. 
In compiling the tables here presented the sales of 
liberty bonds, victory notes, and war savings and thrift 
stamps have been recorded for the calendar year in 
which they were actually issued, while the other United 
States government securities have been recorded as of 
the calendar year in which the end of the fiscal year fell. 
The figures included for the liberty loans and the issue 
of victory notes are those designated "original sub- 
scription deliveries" in the Treasury Report for 1920. 
The issues of war savings and thrift stamps in 1920 
(40 millions of the total government output for the 
year) are for the first ten months of the year only. 

Figures for foreign government loans floated through 

bankers in the United States, column 5 of Table I, have 

been compiled from reports published by the Journal of 

Commerce. Issues by political subdivisions as well as 

. national government securities are included. 

Certain of the data above mentioned do not profess 
to give the total amount of securities issued. The 
Journal of Commerce, as we have stated, in reporting 
railroad and industrial securities, includes no issue 
amounting to less than $100,000. To arrive at a sub- 
stantially complete figure it is necessary therefore to 
estimate the amount of unreported issues. In Profits, 
Wages, and Prices (New York, 1920) Professor Friday 
states that it seems reasonable to place this estimate "at 
a minimum of one billion dollars per annum for ordinary 
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years, while in a year of great activity like 191 6 it no 
doubt ran as high as one and a half billion and probably 
reached two billion in 1919. During 191 8 it was mate- 
rially lower." The explanation of the derivation of this 
estimate is not complete. Professor Friday points out 
that there is an excess of (a) the increase in capital 
stock and bonded and other indebtedness as reported to 
the Bureau of Internal Revenue for the period June 30, 
1910 to June 30, 1914, inclusive, over (b) the amount of 
new securities issued for the calendar years 1 910-13 as 
reported by the Journal of Commerce. This excess is 
ten and one-half billion dollars, or approximately two 
and one-half billion dollars annually. Although this is 
considerably more than his estimate of one billion dol- 
lars in "ordinary years," Professor Friday does not give 
his reasons for selecting the smaller figure. It is possible, 
however, that the lesser figure may have been taken in 
order to make allowance for (a) the double counting in 
the Internal Revenue figures by reason of the inclusion 
in these figures of the very large amount of inter-cor- 
porate holdings, and (b) the issue of stock in payment 
for property taken over when individual and partner- 
ship enterprises were changed into the corporate form. 
Obviously neither of these items should be included in 
the totals for the issues and sales of securities. 

The items in column 7 of Table I for the years 1913 
and 191 5-19 inclusive are the estimates of Professor 
Friday. Comparing these items with the sum of the 
items in columns 1 and 2 for the corresponding years, it 
will be observed that Professor Friday's estimates of 
unreported issues of railroad, traction, and industrial 
securities are, on the average, two-thirds of the reported 
issues. The estimates of unreported issues in the table 
for the years 1909-12 inclusive, 1914 and 1920 have 
been made on the assumption that this ratio holds for 

the years named. 

II 

The outstanding feature in the figures for total 
security issues for the period 1909-20 is the tremendous 
total reached during the years of the war. For the years 
prior to 1914 the average annual output was approxi- 
mately 3 billion dollars. Although the war began in 
1 9 1 4, it was not until the following year that its effects 
were registered upon the volume of securities issued in 
the United States. The output in i9i4_was below the 
pre-war average, a fact accounted for by the depressed 
condition of industry at the time. In that year the issue 
of industrial securities reached its lowest point in the 
period covered, as a glance at column 2 in Table I will 
show. The increase in total securities issued in 19 15 
was due almost entirely to the flotation of foreign gov- 
ernment loans, while in 1916 this factor was combined 
with the activity in industrial issues to account for the 
five and one-half billions sold. The cause of the enor- 
mous totals in 191 7 and 1918 was of course the war 
financing by our government, the four liberty loans 
coming in those years. Foreign government loans also 
were floated in rather large amounts during 191 7 and 
1918. On the other hand, the issues of state and muni- 



cipal bonds in 1 91 8 were smaller than in any other year 
during the period considered. 

The signing of the armistice toward the close of 1918 
did not mark the end of war financing, for the victory- 
notes were issued in the following year. This govern- 
ment issue and the unprecedented output of industrials 
accounted for the large total in 1919, an amount second 
only to the record output in 1918. In 1920 the issue of 
industrials was even larger than the 1919 figure and was 
chiefly responsible for the six billion dollar output dur- 
ing the year, although the floating of foreign government 
loans was still noteworthy, and United States govern- 
ment securities were issued in considerably larger 
amounts than the pre-war average. 1 

A vivid impression of the tremendous changes in 
financing brought about by the war may be obtained by 
contrasting the two curves in Chart I. The solid line 
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Chart I. — Estimated Total Security Issues and the Esti- 
mated Total less United States and Foreign Government 
Issues: 1909-20. 

here shows graphically the total security issues of all 
classes as given in the last column of Table I, while 
the broken line shows the same totals less United 
States and foreign government securities. 

Previous to 19 15 these government issues were negli- 
gible; the two curves almost coincide. However, in 
191 5 they separate because of the flotation of foreign 
loans in the United States. Following the course of the 
two curves from i9i5toi9i6it will be noted that both 
rise about equally, the rise in both curves being due to 
the large flotation of industrials (columns 2 and 7, 
Table I) in connection with manufacturing activity in 
this country consequent upon European war demands. 

The momentous effects following the entrance of the 
United States into the war are portrayed by the wide 
separation of the two curves in 1917 and following 

1 Although not included in the tables, figures for the repurchase of secu- 
rities held abroad are of significance. During the war, especially in the earlier 
years, European belligerents sent securities back to the United States in large 
amounts as one means of raising war funds. In the Review for July, 1919 it 
was estimated that these repurchases amounted to two billion dollars for the 
period 1914-18. 
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years. Government issues to supply war needs were 
responsible for the unprecedented totals in those years, 
and those government borrowings dominated the secu- 
rity market to such an extent that the aggregate output 
of non-governmental issues fell in 1918 to the lowest 
point for the twelve years under consideration. Non- 
governmental issues increased tremendously in 1919 
and governmental issues declined from the high point 
of 1918, so that the two curves, although still widely 
separated, were converging; and in 1920 the curves 
continued to converge, reducing a difference of 5 billion 
dollars in 1919 to one of less than a half-billion dollars 
in 1920. 

The high level of non-governmental issues (Chart I, 
broken line) in 1919 and 1920 is worthy of special notice. 
Three reasons may be given by way of explanation. 
In the first place, a very large number of new corpora- 
tions were formed during those years, presumably to 
take advantage Of prosperity. In the second place, it 
seems likely that in 1919-20 old corporations funded 
various types of floating indebtedness, financing which 
would have been done in 191 7 and 1918 had not the 
security market been unfavorable in those years. In 
other words, during 19 17 and 191 8, when the govern- 
ment was dominating the security market, it seems to 
have been the case that corporations financed them- 
selves to a greater extent than is usually the practice 
out of surplus or by emergency measures, and less by 
means of security issues, so that the large issues in 19 19 
and 1920 were due in part to the need for making up 
arrears. In the third place, inasmuch as the figures are 
expressed in terms of dollars, the output of securities 
would necessarily be larger than formerly, other things 
being the same, by reason of the higher costs of com- 
modities in general and of building materials in partic- 
ular during these last years. 

The figures for the total output of securities should 
not be interpreted as a measure of national savings or 
capital accumulation. Obviously, security issues afford 
no indication whatever of savings in the form of cor- 
porate surpluses reinvested in the business, or the sav- 
ings of farmers and unincorporated business concerns. 
But still more important, security issues cannot be con- 
sidered an accurate measure even of those savings that find 
their way to the investment market. 

In the first place, a large part of new securities issued 
by railroad and industrial corporations is put out to pay 
off or refund maturing obligations. Taking the estimate 
made each year by the Journal of Commerce of the 
amount so used, which estimate is based upon "state- 
merits as to refunding received from the bankers who 
act for the issuers," the annual average is approximately 
30 per cent. From the point of view Of savings, columns 
1 and 2 in Table I should therefore be reduced by 30 per 
cent. A comparison of the annual increase in the in- 
debtedness of all states and the various municipal divi- 
sions with the annual issue of state and municipal bonds 
reveals a decided difference. Although data are not 
available for a rigid comparison, the indications are that 



for the years before the war the issue in each year should 
be reduced by approximately 20 per cent, and for the 
last five or six years by a considerably larger percentage, 
if allowance is to be made for the securities issued to 
pay off or refund maturities. 

In the second place, security issues are purchased in 
some measure by means of credit. This was more pro- 
nounced during the years of the war, a period of great 
credit expansion, than is the case in normal times. How- 
ever, if one avoids the error of looking only at the im- 
mediate situation, in which, to be sure, a large part of a 
new issue may be purchased by means of credit, it is 
patent that for the most part these securities are ulti- 
mately "digested," which means real saving. 

An analysis of railroad securities, as tabulated in 
Table I, into rails and tractions, and of industrials into 
public utility, manufacturing, and miscellaneous secu- 
rities affords an opportunity of comparing the trend in 
the output of the various classes. This analysis is pre- 
sented in Table II and Chart II. It is of course well 

Table II. — Reported Security Issues of Railroad, 

Traction, Public Utility, Manufacturing, and 

Miscellaneous Corporations: 1912-20 

{Unit: $1,000,000) 











Manotactoeing 








Railroad 


Traction 


utility 


Iron and 
steel 


Textiles 


Miscel- 
laneous 


laneous 


Total 


1912 


717 


379 


384 


83 


43 


333 


315 


2,254 


i9 x 3 


816 


138 


300 


17 


27 


184 


164 


1,646 


1914 


739 


192 


277 


15 


7 


84 


123 


i,437 


1915 


645 


13s 


188 


114 


32 


164 


iS7 


i,435 


1916 


636 


144 


460 


175 


18 


397 


357 


2,187 


1917 


439 


82 


260 


129 


*9 


328 


273 


i,53o 


1918 


237 


180 


299 


86 


18 


241 


284 


i,345 


1919 


332 


IOI 


449 


102 


57 


789 


1,191 


3,021 


1920 


329 


87 


503 


135 


93 


702 


1,258 


3,106 



known that securities of railroad corporations proper 
have been issued in larger amounts than the securities 
of traction companies, but it is interesting to note that 
for the period 1912-20 the average annual output of 
tractions was almost exactly one-third of the railroad 
security issues. From this average, however, there is 
marked divergence, the extremes being 17 per cent in 
1913 and 75 per cent in 1918. 

The trend of the curve for railroad securities (Chart 
II), especially the great decline after 1916, would seem 
to leave no room for doubt concerning the inadequacy 
of the supply of railroad capital from outside sources. 

The large issues of non-governmental securities in 
1919 and 1920, to which we have already referred, is 
shown by the curves in Chart II to consist for the most 
part of manufacturing and miscellaneous securities. 
The fluctuations of the curve for manufacturing 
issues during 1912-20 are especially interesting. The 
marked decline in 1913 and 1914 reflects the depressed 
condition of industry at the time. The industrial boom 
inaugurated by great European war orders is depicted 
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by the pronounced rise of the curve in 1915 and 1916. 
After the United States had entered the war, govern- 
ment borrowings dominated the security market and 



nuiiurau 
MILLIONS 

14 


























12 






















<+ 


,^Mi5( 


in 






















/ 




8 






















ir 


'-M^ 






RRr 














1 
i 


i 

■ 




A. 






- PU- 
lr - 
MiSC- 


~\ 






/ 


7* 

'a 




J 


r~ 


.^PU 


p 






^ 


£ 


— N 




^ 


\ 


i 


f 















V 


O^ 


>*L. 


— *>, 


^s 


/n 


s« 


—Jr. 



1909 1910 1911 1912 913 1914 1915 1916 1917 1918 1919 1930 

Chart II.- — -Reported Security Issues of Railroad (R.R.), 
Traction (Tr.), Public Utility (P.U.), Manufacturing (Mfg.), 
and Miscellaneous (Misc.) Corporations: 1912-20. 



rendered the situation unfavorable for the issue of man- 
ufacturing securities. This situation is indicated by 
the decline in the curve for securities of manufacturing 
concerns in 191 7 and 1918. The curve has a pronounced 
rise in 1919 and falls but little in 1920. 

As a check on the figures for issues of railroad and in- 
dustrial corporations the increase in national wealth is 
available. On the basis of the Census estimates of 
national wealth in 1904 and 191 2, the increase during 
the period was computed for those classes in the Census 
classification of wealth believed to be represented by 
railroad, traction, public utility and industrial securi- 
ties. The Census classes for which the increase was 
computed are: (1) manufacturing machinery, tools and 
implements; (2) railroads and their equipment; (3) 
street railways; (4) telegraph systems; (5) telephone 
systems; (6) Pullman and other cars not owned by rail- 
roads; (7) privately owned waterworks; (8) privately 
owned central electric light and power stations. The 
total value of these eight classes in 191 2 exceeded their 
total value in 1904 by 12,125 million dollars. This 
gives an average annual increase in these classes of 
wealth for the eight years 1904-12 amounting to 1,516 
million dollars. For the six calendar years 1907-12 
(figures previous to 1907 being unavailable) the aver- 
age annual output of new securities of the above- 
mentioned types is 1,668 million dollars, as reported by 
the Journal of Commerce. This figure should be in- 
creased by two-thirds in order to include unreported 
issues. The resulting figure is 2,780 million dollars, 
which in turn should be reduced by 30 per cent in order 
to exclude those securities issued to pay off or refund 
maturing obligations. After this reduction the average 
annual issue of new securities is 1,940 million dollars for 
the period 1907-12. This figure is 28 per cent larger 



than the 1,516 millions given above as the average an- 
nual increase in the corresponding classes of wealth. Al- 
though this is a rather large difference, it is not regarded 
as sufficient to discredit the figures for security issues, 
because of the nature of the Census estimates. 

Up to this point we have not analyzed security issues 
according to their classification as bonds, notes, and 
stocks. Such a classification is presented in Table III 
and Chart III for railroad and traction securities, and 
Table IV and Chart TV for industrials. 

Table III. — Reported Issues oe Railroad and Traction 
Bonds, Notes, and Stocks: 1909-20 

(Unit: $1,000,000) 



Year 



1909 
I9IO 
I9II 
1912 

1913 
1914 

1915 
1916 
1917 
1918 
1919 
1920 



Bonds 


Notes 


Stocks 


653 


53 


3°9 


548 


213 


Il6 


671 


327 


IOI 


504 


346 


246 


414 


398 


141 


433 


422 


75 


541 


217 


22 


359 


3" 


no 


174 


308 


39 


iS9 


257 


1 


247 


182 


3 


259 


146 


n 



Total 



877 
1,099 
1,096 

953 
93o 
780 
780 
521 
4i7 
43 2 
416 



The customary financial policy of issuing either notes 
or bonds, one and not the other, as conditions of the 
security market warrant, is clearly shown by the inverse 
relationship of the curves for railroad notes and bonds 
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Chart III. — Reported Issues of Railroad and Traction Bonds, 
Notes, and Stocks: 1909-20. 

(Chart III). In only four years during the twelve-year 
period under consideration do the two curves move in 
the same direction. This is not the case, however, with 
industrial securities; in fact the chart shows a direct 
rather than an inverse relationship. The curves for 
industrial notes and bonds (Chart IV) move in the same 
direction during eight of the twelve years. This con- 
trast between railroad and industrial issues deserves 
some comment. Railroads have been financed chiefly 
by bonds and notes, whereas the financing of industrial 
corporations has been accomplished primarily by means 
of stock issues (contrast Charts III and IV) . This lesser 
importance of both bonds and notes compared with 
stocks in industrial financing may be assigned as at least 
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a partial explanation of the absence of the inverse re- 
lationship of industrial bond and note issues for the 
greater part of the period considered. But it will be 
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Chart IV. ■ — Reported Issues or Industrial Bonds, Notes, 
and Stocks: 1909-20. 

observed that for the three-year period 1918-20, one of 
very tight money, the issues of notes increased much 
more, both absolutely and relatively, than did the 
issues of bonds. In 1918 the amount of notes issued was 
for the first time larger than that of bonds, being more 
than twice as large as the bond issue. In 1919 and 1920 
also, industrial notes were issued in larger amounts than 

Table IV. — Reported Issues of Industrial Bonds, 
Notes, and Stocks: * 1909-20 

(Unit: $1,000,000) 



Year 



1909 
I9IO 
I9II 
1912 

1913 
1914 

I916 
1917 
I918 
1919 
I920 



Bonds 


Notes 


Stocks 


322 


43 


3° 2 


291 


62 


289 


322 


68 


251 


379 


120 


658 


225 


156 


310 


215 


104 


187 


242 


in 


302 


535 


200 


672 


349 


244 


416 


191 


441 


296 


442 


553 


1,594 


755 


790 


1,146 



Total 



667 
642 
64I 

1,157 
69I 
506 

655 
1,407 
1,009 

928 

2,589 
2,691 



* Including public utility, manufacturing, and other industrial securities. 

were industrial bonds. In other words, the effect of 
high interest rates was to increase financing by notes 
as compared with that by bonds. 

The curve for industrial stock issues (Chart TV) 
illustrates in even more emphatic manner the discussion 



introduced above in regard to the bonds, notes and 
stocks of all manufacturing corporations (Chart II). 
There is one feature, however, which is brought out by 
the curve for industrial stock issues but which is not 
shown in the other and composite curve. This is the 
decline in 1920 in the output of industrial stocks, which 
records the "bursting of the prosperity bubble" during 
the year. The increase in output of industrial notes and 
bonds during 1920 was doubtless due to the exigencies 
of the situation; the decline in the issue of industrial 
stocks reflected the darkening business outlook. 

A comparison of the issues of the three classes of 
bonds — industrial, state and municipal, and railroad — 
reveals several marked contrasts (Chart V) . Here again 
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Chart V. — Reported Issues of Industrial (Ind.) , State and 
Municipal (S. &M.), and Railroad (R.R.) Bonds: 1909-20. 

is shown the steady decline during the entire period 
1909-20 in the supply of railroad capital from outside 
sources. Up to and including 191 5 railroad bonds were 
issued in larger amounts than the total output of either 
of the two other classes, with the single exception of 
state and municipal issues in 1914, but in 1916 and later 
years the railroad output has without exception been 
smaller than that of the other classes. This great de- 
cline seems all the more significant when we call to 
mind the price inflation since 191 5. 

State and municipal bond sales have on the whole 
increased during the period 1009-20. Together with 
the other classes they declined in 1918 but in 1919-20 
they rose to a new high level. In 1917, 1918 and 1919 
state and municipal issues were by far the largest of the 
three classes, and in 1920 the output was only slightly 
less than that for industrials. During these years state 
and municipal bonds were in great favor, especially with 
receivers of large incomes, because of their non-taxable 
feature. Comparing the years 1909 and 1920 in Chart 
V it will be noted that in the latter year the position of 
the three curves is completely the reverse of their re- 
spective positions in the earlier year. In 1909 railroad 
bond issues Were by far the largest in amount, being 
equal to industrials and municipals combined. Indus- 
trials were a close third to municipals. In 1920 indus- 
trials led, followed rather closely by municipals, with 
railroads far behind. 



